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Commissioner Susan Ness
Federal Communications Commission
1919 M Street, NW
Washington, D.C. 20554

Dear Susan:

Be: Moctin.

In anticipation of our UPCOmina meetiDl acbeduled for Tuesday, May 31, 1994 at
2:00pm, I am enclosiq a copy of BET Holdinp, Inc. 's 1993 Annual Report. I am also
enclosing a copy of our ex pant tilinl in the cable Rare Replation and PeS proceedings.

We look forward to rneetma with you next week.

P.S. Conpatulations on your confirmation! It wu peat speeldn. with you conceminl your
staffing issues. I have some ideas and will get back to you shortly.

Enclosures

cc: Robert L. IoImIon
Debra L. Lee, Esq.
Len Kennedy, Esq.
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.....~T.......
1232 31st Street, N.W.

Washington, D.C. 20007
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May 9, 1994

Mr. William F. Caton
Adinl Sectetary
Federal Communications Commission
1919 M Street, NW
Washinlton, D.C. 20554

Be: Ex Parte~
MM Docblt Mo. 92-266 - Cable
PP Dfl!pt No. 93·Z,3 - PCS

Dear Mr. eaton:

On behalfof BET Holdin.s, Inc. IIId ,....t 10 Secden 1.1206(a) of die CoIIIIlliIiion'5

Rules, this letter will CCIItIIitute notice thIt 011 May 3, 19M, JIobert L. lo1tD1oa, PreIidInt and
Chief Executive 0tIlc«, Debra L. Lee, Esq., Bucudve Vice PnIIidInt IIId GeMral Cowuel,
and Maurita IC. Coley, s.ior Vice PNIidIftt, f.4al Atfain, 01 BET 1IGkIiap, IDe., met with
Chairman Reed E. HUIICIt..Merrill S,-.., ACWMY AdviI« GeMral, 10 cHlCUlI outIM8dinl
issues in tile COlD_ilion's ·CIItle pcs CompeIidw Biddin."
ru1emakin1 pl\"JCednp. BET 801diftl, IDe. 's 011 the subscaative iaua diIcuIIed are
indicated in the attIdled summary. An oriIin&l and one CDV'J of this letter his t.n submitted

to the Sectetary.

Should any questions arise in connection with this notification, plase do not hesitate to

contact the undersianed•

Attachment
cc: CbairmaA R.-t E. Ruadt - Room 814

Ms. Merrill Spi." - Room 814
Commissioner AJIdrew IIrrett - Room 844
BytOll~t, Esq. - Room 844
William E. JCenaIIQ, Esq. - Room 614
Commissioner James Quello - Room 802
Brian Fontes, Esq. - Room 802

..................T..........
1232 31st Stre~!t. N.W.



IEI~dic~
CABLE RATE~ gIEBYIEW

MM Docket No. 92-266

A II Carte

The Commission's rate reaulations u tbey rei.- to propammers are helpful to the extent
that they discourqe OJ*ItOrs from takinI CIIM netWorks off a reaulated 1*ka&e and
transferrinl them to an \WeIu1ated I 11 'Ida ,....... However, further refinement of the
reaulations is necessary with respect to the provisions for addinl channels.

Ad"CJaanad!

The current repIIl1ions allow a cable cleliriDl to add a channel a minuscule per
channel adjustment plus a pus tbrouIh of tbe COlt and a 7.'" mark-up of the extemaI
cost factor. This formula provides virtually no..dive to add low priced cable networks and
actually lives operators die incentive to add .... prioId cIIIDneIs to take advan. of a hilher
mark-up. Note that a 7.'" mark-up of a CIIble .-vice, such u BET, priced at so. 10 is only
$0.0075, which is ...... a penny. This.-lt is peI1ia.larly harmful to miaority-taqeted
services, such u BET, which cannot charp die..~ ulJiP-priced, mass appeal chIMeIs.
For example, an .... addinI BET to a 46 ..... sy_ would only be able to realize a
profit of $0.02 per suMcriber: SO.OI per ..II ..-.at plus a pus throuIh of the cost
($0.10) plus a $0.01 mKk-UP of the cost [SO. 10 x .075 (1OWlded up)]. The obvious incentive
for an operator would be to add a hiaher priced cbInnel for which a hi.. mark-up could be
recovered.

If the "Addina c.meJs" provisioa is to be .pNII'Ul neutral," the formula should be
chanled from a "cost plus pen:entap mart-up 01 COlt· 10 a "COlt plus flat Dumber." Otherwise,
operators will always choose to add hiaher priced, mass appeal services.

MinoritY Chap'" r....

The 1992 Cable Act specifically ICkDowWI.d for diversity in propIDInUna and
specifically addressed the r..s to provide minority iacentives by incorporatin, the
minority leued access chauels provision UDdIr SIcdGIl 612(h)(i)(I) aDd (2) of the Act and
Section 76.m of tile Commission's rules. (See .......) Under this provision, Conpess
allows cable operators to desipate a portion of their mandatory leased access cbanne1s for
carriage of minority pfOIramminl.

BET submits that in view of Conpas' .,...concern about minority propamminl,
the Commission's repJations should include • Idctitional iJantive for ....... to add
minority-oriented channels to encourap the .....t of diversity in die awiIIbi1ity of
propamminl choices. We propose that in additioll to whatewr standard mart-up fcJnnuIa the
Commission adopts, a "minority channels· feature should be added which would be double the
standard mark-up. For example, under the current proposed telulations which provide for a



SUdlna Scale "JQcW" " "'.n,c Ad... 0( MIIIIDIe Changcll

Per ChIIme1 Adjustment
Factor from table: .01

7.5" mark-up: over costs, the Commission should allow a 15" mark-up over cost for adding
a minority channel. If a COlt plus flat-rate mark-up is adopted, the Commission should double
the amount of the flat rate mark-up if the operator adds a minority channel.

$0.15 (if flat rate)

$0.30 (if flat rate)

.10

20" or

40" or

- plus -

2

- plus -

- plus -

P.,.,.m Mark-up:

Ex__ Cost

Pus Throuah for BET:

Miaority Channel
Mark-Up:

In addition to the· above, the Commissioll sItou1d pve operators an additional incentive
to add more channels, based OIl a slidinl scale formula. Alain, the rationale for this additional
"kicker" is to encourqe operators to open- up more channels. We submit that encouraainl
operators to add chaDne1s incraJes opportunities for diversity in proaram choices for consumers
by increasing the likelihood that operators will add minority proaramminl.

EXAMPLE:

For example, • .,..ror which added tine (3) cbune1s would pt tbe -..dud
recovery-plus fonnuJa; .... six (6) channels would allow recovery of the staadard NCOVery
plus formula, plus an Idditional add-on, e.I., 10"; addition of nine (9) channels would Jet the
standard recovery-plus, plus a 15" add-on.

If the CommiSlioa unended its reaulations u we propose, the formula would look like
this for an operator addinl BET to a 46 channel system:



In addition, if the operator added BET alone with, for example, S other channels, it
would get to take an ad<Sitionall0% of the entire mark-up of all 6 channels as illustrated below:

Humber of Channels Added

0-3
4-6

7+

Additional Mark-Up

o
10%
IS%

UsinC the example set forth above, an ..... would let an additional $0.08 mark-up
if it added BET and S other channels for a total of 6 channels.

Additional Mark-up for
Acklin. Multiple Cbannels
(10% x S channels. $0. IS)

-plus-

10" x 1 channel (BET)
at $0.30

.OS

T-a AcWIdoDaI Mark4p
for Add'. Multiple0.- .01

Finally, the comminion may want to eDCOUJIIinI cable operators to increUe
consumer choices by Jim.leI•• propammiaa .. both a repJated exp8Ilded basic I*DF as
well as in an ala~ I*kaF option. WIlDe such III amnpment would be subject to
nelotiations between the cable operator .. die cable propammer, the Commission's
encourqement of this option would assist in its implementation.
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~
Competitive BiddinC

PP Docket No. 93-253

The advent of Personal Communicalions Services (·PCS·) offers unparaUeled
opportunities for desilftllCed entities wishinc. to puticipate in the development of emerainI
teebnolops. The Commission is in the unique poIition of estIblishiDI a nationwide licensing
and service framework that will include a wide variety of diverse individuals and businesses.

• Sct-asjdm. Set-aside blocks are critical to desipated entity success in the broadband PCS
auctions.

• !itk'in. QwIin. III addition to set-aside blocks for broIdband PeS, tile Commillion
sIlouId offer sipiftaat bWdina credits to daiI......tities. Due to die hiahlY competitive
nature of the auctions .. the COIlSiderable COllI of COIlItnICtinI to the Commillioa's build-out
requirements, a sipiftcant biddinl credit is necessary to support and encouraae desipaaed entity
pllticipation.

• {p-ngwt ,.... The Comrniaioa sIaouJd permit all desipared entities, not just
small businesses, to defer payments for their 1icen.. th:rouah installment payment plans.

• TM Ce1iITtr. The availability of tax certificates is importlDt to ...... entity
pllticipation in ....... PCS. Tax c:ertitlc:.-I wiD J*Illit deaipated entities to _act needed
capital. Tax certi&ues IIIou1d be made awileWe when all auction winner sells a licenJe to a
desipared entity and when a desipated entity sells a minority interest to a non-controlling
investor.

• Ptltcme 1IiIiIiIi&J. The Commislion's definitions of control for minority bued
preferences are overly ~ve. ga faa control in die desipared entity is suftlcient,
reprdIess of wbetbw the '4).1" equity ownenIUp requirement is met. lWmiainl dIIipated
entity control in the operation of PCS systems will satisfy Conpess' intent to enc:ouraae
desipaaed entity puticipMion.

• AaDUf?'imgfQetpj=j=', Prlfawm The plelerences aftOrdecI todesir.'" entities
should not be limited solely to smaller license blocks or a sinlle form of preference, such as a
bidding credit.

4
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(q) To be aftorded relief, the petitioner must show by clel
L."1d convinCing evidence that the cable operator has violated t1':
Commission's leasea access provisions in 47 U.S.C. S 532 or
SS 76.970 and 76.971, or otherwise acted unreasonably or in bad fait
in failing or refusing to make capacity available or to charqe law!'\,;
rates for such capacity to an unaffiliated leased access proqrammez

(h) Ouring t4e pendency ot a dispute, a party seeking to lea!
channel capacity. tor cOm&e:c1al purposes, shall comply with tt
rates, ter:1S and conditions prescribed by the cable operator, subjec
to refund or other appropriat~·r..edy.

~ 76,977 Minority and '4uS'C i Opel pEQS;emminq ul.d in li,y a(
deregulAted commerci.l l"'ed "="1 =.p.s~.

(a) .A cable operator required by this section to desiqnat
channel capacity tor commercial us. pursuant to 47 O.S.C. S 532, .e
use any such channel capacity for the provision ot proqr.mminq f:c
a qualified minority pro9Z'._ing source or trom any quali!i.
educational pr09r.mminqaourc., whether or not such source i
aftiliated. with cable operator. The channel capacity used. to provic
programming from a qualitied aiaority pro~mmiDq source or troa ar
qualified educational proqra..iD9 scu:ce pursuant to this Section au
not. exceed. 33 percent ot the channel capacity clesic;nate4 pursuant t
47 U.S.C. S 532.

(J::) For purpose. ot th1s section, a qualit1ec1 aU.'\orit
proqramminq source is a proqr.-i DfJ .ou:ce that clavot.. sueatantialJ
all of its proq~amm1nq to coveraqe ot minority viewpoints, or t
programming directed at members o~ DLinority groupa, and. which is ov.
SO percent minority-ownea. .

(c) For pu:po.e. ot .th.1. section, a qualified education~

progru:minq source is a proCJ%8 tag .ource that elevote. auDS1:aatialJ
allot its pro~r...inq to educa~ioaal or instructional p~oqraaau

that promotes public unc1erRancl.1Av ot ..'thematica, the sci_c••, el
humanities, or the a::ts aDd u.s a doc:uaentea annual expea.cU.tur. <
programminq exceedinq Sl! &U1J.cm. 'the annual eqenditure c
proqru=inq means all annual co81:. 1nc:urre<:l by the pro~a_iq aouJ:<
to produce or acquire proq:... 1II11ch are schec1uled to be tele.,i.e<
and specifically excluclea ~k.tinq, promotion, .atelli1
t=a.'lsmission and. operational costs, and <Jenaral ad=inistrative c:oat~

(d.) For pu:poaes ot paraqJ:.p~ (b) and. (-c) ot this aectioJ
·s\:l:se:.antially all" meL.". that 90t or 1Il0re ot the proqr'lC'i.:1Cl ofterf
~us~ be devoted to minority or educational purposes, as defined
pa:aqra~hs (b) and (C) of this section, r.spac~ively.

ee) =or pu~oses ot ~s.ction (J::), "minority" is detined
~~ 47 O.S.C. 30gei) (3) ec) (11) to include Blacks, ~spar.ics, Americ
:~~ans, Alaska Natives, Az~ans and Pacific Islanders.
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